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1. Directors Report 

1.1 RESULTS 1ST QUARTER 2012 

 
MAIN INDICATORS 
 

The first quarter of 2012 was marked by a good operational performance of REN, which recorded an 

EBITDA increase of 13.2% when compared to the same period of 2011 (+15.3M€). Such improvement 

is mainly the result of two factors: i) the increase in the average Regulatory Asset  Base (RAB) as 

well as in its respective Rate of Return; ii) an Opex reduction, reflecting some improvement in 

operating efficiency. 

 
Additionally the financial income decreased 11.4M€ y.o.y. (54.9%), reflecting the effects of the 

sovereign debt crisis to which REN was not immune. Despite the higher cost of funding, REN’s good 

operating performance enabled a slight increase in net income to 34.5M€ (+0.1M€; +0.2%).  

 
The level of Capex showed a significant drop in the first quarter (-35.2M€, -58.5% versus the first 

quarter of 2011), a decrease that was more pronounced in Natural Gas, as a result of the 

company’s strategic decisions to slow down investments in this area. However, transfers to RAB 

increased substantially when compared to the same period of 2011 (+6.2M€, +374.2%). 

 
Net debt increased by 190.1M€ (+8.8%) y.o.y., reaching 2,353M€, and its average cost rose to 

5.61%, a 1.38 percentage points increase when compared to 1Q2011. 

Main Indicators 1Q2011 1Q2012 Var.% 

[M€]       

EBITDA 115.5 130.7 13.2% 

Net financial income -20.8 -32.2 54.9% 

Net income 34.4 34.5 0.2% 

Total CAPEX 60.1 25.0 -58.5% 

Transfers to RAB (at historical costs) 1.7 7.8 374.2% 

Average RAB (at reference costs) 3.035.5 3.285.5 8.2% 

Net debt 2.162.9 2.353.0 8.8% 

 
OPERATIONAL RESULT – EBITDA 
 

EBITDA rose by 15.3 M€ (+13.2%) when compared to 1Q2011, to 130.7M€. Among others, the 
following items stand out: 
 

 Increase of 8.2% in the average RAB, as well as an increase in the corresponding average 

rate of return (as a result of the annual update of the rate of return on electricity, and of a 
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change in the asset mix, favoring the weight of assets with premium), leading to an increase 

of 16.7M€ (+31.0%) in the remuneration of RAB; 

 Increase in income from recovery of depreciation of 3.4M€ (+8.6%), in line with the increase 

in RAB;  

 Decrease in OPEX by 1.3M€ (-4.6%) to 26.4M€, with the components of personnel costs and 

external supplies and services decreasing 0.1M€ (-0.8%) and 0.6M€ (-5.2%), respectively. The 

decrease in OPEX reflects an improvement in operational performance and well as the 

freezing of salaries. 

 

EBITDA 
 [M€] 

1Q2011 1Q2012 Var.% 

1) Total Revenues 196.3 175.2 -10.8% 

Revenues of assets 103.8 122.5 18.0% 

Return on RAB 53.9 70.6 31.0% 

Electricity 33.2 49.6 49.3% 

Natural Gas 20.6 21.0 1.6% 

Hydro land remuneration 2.6 2.4 -8.2%  

Lease revenues from hydro protection zone 0.2 0.2 -9.6% 

Remuneration of fully depreciated assets 1.8 2.0 13.2% 

Tariff smoothing effect (natural gas) 0.7 -0.3 -141.3% 

Recovery of depreciation (net from subsidies) 39.7 43.1 8.6% 

Subsides depreciation 4.9 4.5 -9.3% 

Revenues of OPEX 26.8 27.1 1.0% 

Recovery of net OPEX 26.3 25.5 -3.0% 

Recovery of cross border costs 0.6 1.6 183.4% 

Other Revenues 5.6 0.6 -88.9% 

Commercial gains (trading) 0.6 0.7 6.8% 

Interest on tariff deviations 0.6 -1.7 -391.9% 

Hedging 0.8 0.0 -104.8% 

Telecommunication sales and services rendered 1.1 1.3 20.5% 

Other services provided 0.8 0.1 -85.2% 

Others 1.7 0.2 -86.1% 

    Construction revenues  60.1 25.0 -58.4% 

2) OPEX 27.7 26.4 -4.6% 

Personnel costs 12.1 12.0 -0.8% 

External services and supplies 11.4 10.8 -5.2% 

Other operating costs 4.2 3.6 -13.9% 

    
3) Construction costs 53.1 18.0 -66.1% 

  
 

    
4) Nonrecurring items 0.0 0.0  

EBITDA (1-2-3+4) 115.5 130.7 13.2% 
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NET INCOME 
 

Net income until March of 2012 was affected by the negative behavior of the financial income, 

which, due to the increase in net debt (+8.8%) and in the cost of funding (average cost increased 

from 4.23% to 5.61%) decreased by 11.4M€ (+54.9%). Despite this fact, the good operational 

performance allowed an increase in net income to 34.5M€ (+0.1M€; +0.2%). 

 
 

Net Result 1Q2011 1Q2012 Var.% 

[M€]       

EBITDA 115.5 130.7 13.2% 

Depreciations 45.5 48.1 5.8% 

Financial income -20.8 -32.2 54.9% 

Income tax 14.9 16.0 7.9% 

Net Income 34.4 34.5 0.2% 

Nonrecurring items 0.0 0.0   

Recurrent Net Income 34.4 34.5 0.2% 

 
 
 
 

1.2 CAPEX AND AVERAGE RAB 

 
CAPEX AND AVERAGE RAB 
 
 

Total CAPEX decreased by 35.2M€ (-58.5%) when compared with the same period in 2011. This 

decrease was higher in natural gas (-18.3M€; -72.5%) than in electricity (-16.8M€; -48.2%), as a 

result of the Company’s strategic decision to reschedule some of its investments in this segment. 

 

Despite the reduction in investment, transfers to RAB increased by (+374.2%) when compared with 

1Q2011. Average RAB increased 250.1M€ (+8.2%), reaching 3.285.5M€. It should be noted that the 

growth of the average RAB was focused on the categories with the highest rate of return, and from 

its increase, 243.3M€ were in electricity with premium (RoR 11.3%), while the categories with lower 

rate of return (hydro land, RoR 3.2%, and electricity without premium, RoR 9.8%) saw the value of 

their average RAB decrease 13.7M€ and increase 3.5M€, respectively. In natural gas, the average 

RAB increase was 16.9M€ (+1.6%). 
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2. Consolidated financial statements  
 

Consolidated statements of financial position  
(Amounts expressed in thousands of Euros – tEuros)  
 
 

 
 
 
The accompanying notes form an integral part of the statement of the financial position as of 31 March 2012.  
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Consolidated statements of profit and loss for the three month periods 
ended 31 March 2012 and 2011 
 
(Amounts expressed in thousands of Euros – tEuros)  

 

 
 
a) The amount of 570 thousand Euros related to congestion revenues was reclassified from other 
operation income to services rendered, for purposes of comparability with the amounts published 
earlier. 
The accompanying notes form an integral part of the statement of the financial position as of 31 
March 2012. 
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Consolidated statements of comprehensive income for the three month 
periods ended 31 March 2012 and 2011  

                                                                                                                                                                       
(Amounts expressed in thousands of Euros – tEuros)  

 

 
 

 

The accompanying notes form an integral part of the statement of the financial position as of 31 March 2012.  
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Consolidated statements of changes in equity for the three month periods 
ended 31 March 2012 and 2011 

 
(Amounts expressed in thousands of Euros – tEuros)  
 
 

 
 
 
 
 
The accompanying notes form an integral part of the statement of the financial position as of 31 March 2012.  
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Consolidated statements of cash flow for the three month periods ended 
31 March 2012 and 2011 
 
                     (Amounts expressed in thousands of Euros – tEuros)   
 

 
a) These amounts include payments and receipts relating to activities in which the Group acts as agent, income and costs being reversed 

in the consolidated statement of profit and loss. 

 

 The accompanying notes form an integral part of the statement of the financial position as of 31 March 2012.  
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3. Notes to the consolidated financial statements as of 31 March 2012 
 

(Translation of notes originally issued in Portuguese – Note 26) 

 
(Amounts expressed in thousands of Euros - tEuros) 

  
 
1 General information  

 
REN – Redes Energéticas Nacionais, SGPS, S.A. (referred to in this document as “REN” or “the 

Company” together with its subsidiaries, referred to as “the Group” or “the REN Group”), with 

head office in Avenida Estados Unidos da América, 55 – Lisbon, was formed from the spin-off of the 

EDP Group, in accordance with Decree-Laws 7/91 of 8 January and 131/94 of 19 May, approved by 

the Shareholders’ General Meeting on 18 August 1994, with the objective of ensuring the overall 

management of the Public Electric Supply System (PES). 

Up to 26 September 2006 the REN Group’s operations were concentrated on the electricity business 

through REN – Rede Eléctrica Nacional, SA.. On 26 September 2006, as a result of the unbundling 

transaction of the natural gas business, the Group underwent a significant change with the 

purchase of assets and financial participations relating to the transport, storage and re-gasification 

of natural gas activities, comprising a new business. 

In the beginning of 2007 the Company was transformed into a holding company and, after transfer 

of the electricity business to a new company formed on 26 September 2006, named REN – Serviços 

de Rede, S.A., changed its name to REN – Rede Eléctrica Nacional, S.A.. 

The Group presently has two main business areas, Electricity and Gas, and one secondary business, 

in the area of Telecommunications. In 2011, until September had also the business of Management 

of the Electricity Derivatives Market. As from October 2011 its position in the Management of 

Derivative Markets was reduced to 35%, thus losing control of this business. 

The Electricity business includes the following companies: 
 

a) REN – Rede Eléctrica Nacional, S.A., founded on 26 September 2006, the activities of which are 

carried out under a concession contract for a period of 50 years as from 2007 and establishes the 

overall management of the Public Electricity Supply System (PES); 
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b) REN Trading, S.A., founded on 13 June 2007, the main function of which is the management of 

electricity purchase contracts (EPC) from Turbogás, S.A. and Tejo Energia, S.A., which did not 

terminate on 30 June 2007, date of the entry into force of the new Maintenance of Contractual 

Balance Contracts (Contratos para a Manutenção do Equilíbrio Contratual – CMEC) contracts. The 

operations of this company include the trading of electricity produced and of the installed 

production capacity, with domestic and international distributors. 

c) Enondas, Energia das Ondas, S.A. was founded on 14 October 2010, its capital being fully held by 

REN - Redes Energéticas Nacionais, S.A., its main activity being management of the concession to 

operate a pilot area for the production of electric energy from sea waves.  

The Gas business includes the following companies: 

a) REN Gás, S.A., was founded on 29 March 2011, with the corporate objectives of promoting, 

developing and carrying out projects and developments in the natural gas sector, as well as 

defining the overall strategy and coordination of the companies in which it has participations.  

b) REN Gasodutos, S.A. was founded on 26 September 2006, the capital of which was paid up 

through integration into the company of the gas transport infrastructures (network; connections; 

compression); 

 

c) REN Armazenagem, S.A., was founded on 26 September 2006, the capital of which was paid up 

through integration into the company of the underground gas storage assets; 

 

d) REN Atlântico, Terminal de GNL, S.A., acquired under the acquisition of the gas business, 

previously called “SGNL – Sociedade Portuguesa de Gás Natural Liquefeito”. The operations of this 

company consist of the supply, reception, storage and re-gasification of natural liquefied gas 

through the GNL marine terminal, being responsible for the construction, utilisation and 

maintenance of the necessary infrastructures. 

 

The operations of the companies in the points b) until d) mentioned above, are carried out under 

three concession contracts granted separately for periods of 40 years as from 2006.  

On 15 November 2010 the Board of Directors approved a restructuring operation of the natural gas 
company. 
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On 30 March 2011, after the capital increase through payment in kind of 539,272,988 Euros relating 

to the capital of the companies REN Gasodutos, S.A. and REN Armazenagem S.A., REN Gás S.A. 

became sole shareholder of the two companies.  

 
On 12 April REN SGPS, S.A. sold to REN Serviços S.A. its participation in REN Gás S.A. 
 
Therefore the above subsidiaries are indirectly fully owned by REN SGPS as its subsidiary REN 

Serviços, S.A. (fully owned by REN SGPS) is sole shareholder of REN Gás, S.A. 

The telecommunications business is managed by RENTELECOM Comunicações, S.A., the operations 

of which consist of the establishment, management and utilization of telecommunications systems 

and infrastructures, supplying communications services and benefitting from the excess capacity of 

the fibre optics belonging to the REN Group. 

 

REN SGPS also has a participation in REN – Serviços, S.A., which has the objective of rendering 

services in the areas of administration, finance, regulations, personnel management, salary 

processing, management and maintenance of moveable and immovable assets, negotiation and 

supply of consumables and services of the same type, commonly referred to as back office services, 

for related companies and third parties, receiving remuneration for this, as well as the 

management of participations the company has in other companies. 

 

Presently REN SGPS has 35% of the capital of OMIP, SGPS, S.A., which has the purpose of managing 

participations in other companies as an indirect form of carrying out economic activities. The 

company became holder of the shares in OMIP – Operador do Mercado Ibérico de Energia (Pólo 

português), S.A.., which assure the management of MIBEL’s Derivatives Market together with 

OMIclear (Clearing Agent for the Energy Market), a company founded and fully owned by OMIP, 

which the role is to be the clearing agent and central counterparty for operations realized in the 

term market. 

 

REN SGPS also has 10% of the capital of OMEL, Operador del Mercado Ibérico de Energia, S.A., 

Spanish pole of the Sole Operator, for 3,166,800 Euros.  
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Changes to concession contracts 

On February 21, 2012, the following additions to the concession agreements in effect between the 

Portuguese State and the Group companies were signed, namely: i) the concession of transport 

activity of electricity through the National Network of Transport of Electricity signed with REN – 

Rede Eléctrica Nacional,S.A.; ii) the concession of transport activity of natural gas through the 

National Network of Natural Gas Transportation, signed with REN Gasodutos, S.A.; iii) the 

concession activity of reception, storage and regasification of liquefied natural gas to the terminal 

in Sines, signed with REN Atlântico, terminal GNL, S.A.; iv) the concession of the activity of 

underground storage of natural, signed with REN Armazenagem, S.A.. 

These concession contracts were changed with the main purposes of: i) detailing the functions of 

the operators of the national networks of electricity and natural gas transportation; ii) develop 

arrangements for monitoring and supervising the activities of dealers by the Portuguese State and 

iii) specify the terms applicable to provide information by each of the dealers, adapting the 

respective contractual clauses to the legal provisions and regulations in force, in particular Decree-

Law no. No. 77/2011 and n. No. 78/2011, both of 20 June. 
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Companies included in the consolidation 

The following companies are included in the consolidation as of 31 March 2012: 
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There were no changes in consolidation perimeter in relation to the reported in December 2011. 

 
Approval of the consolidated financial statements  
 
These consolidated financial statements were approved by the Board of Directors at a meeting held 

on 10 May 2012. The Board of Directors believes that the consolidated financial statements fairly 

present the financial position of the companies included in the consolidation, the consolidated 

results of their operations, their consolidated comprehensive income, the consolidated changes in 

their equity and their consolidated cash flows in accordance with the International Financial 

Reporting Standards for interim financial statements as endorsed by the European Union (IAS 34). 

2 Basis of preparation 
 
The consolidated financial statements for the three month period ended 31 March 2012 were 

prepared in accordance with International Financial Reporting Standards (IFRS) for interim financial 

reporting as endorsed by the European Union (IAS 34), therefore do not include all information 

required for annual financial statements so should be read in conjunction with the annual financial 

statements issued for the year ended 31 December 2011. 

 

The consolidated financial statements are presented in thousands of Euros – tEuros, rounded to the 

nearest thousand. 

 
3 Main accounting policies 
 

The consolidated financial statements were prepared for interim financial reporting purposes (IAS 

34), on a going concern basis from the books and accounting records of the companies included in 

the  consolidation, maintained in accordance with the accounting standards in force in Portugal, 

adjusted in the consolidation process so that the financial statements are presented in accordance 

with International Financial Reporting Standards as endorsed by the European Union in force for the 

years beginning as from 1 January 2012.  

 

Such standards include International Financial Reporting Standards (IFRS), issued by the 

International Accounting Standards Board (“IASB”), International Accounting Standards (IAS), issued 

by the International Accounting Standards Committee (“IASC”) and respective SIC and IFRIC 

interpretations, issued by the International Financial Reporting Interpretation Committee (“IFRIC”) 
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and Standard Interpretation Committee (“SIC”), that have been endorsed by the European Union. 

The standards and interpretations are hereinafter referred generically to as IFRS. 

 

The accounting policies used to prepare these consolidated financial statements are consistent in 

all material respects, with the policies used to prepare the consolidated financial statements for 

the year ended 31 December 2011, as explained in the notes to the consolidated financial 

statements for 2011. These policies were applied on a consistent basis for the periods presented. 

 

 

4 Segment reporting 
 
A business segment is a group of assets and operations engaged in providing products or services 

that are subject to risks and benefits that are different from those of other business segments. A 

geographical segment is engaged in providing products or services, within a particular economic 

environment that are subject to risks and returns that are different from those of segments 

operating in other economic environments. 

 

The REN Group only discloses segment information by business segment, since the Group operates 

only in Portugal.  

 

REN identified the Executive Committee as the entity responsible for making operating decisions. 

The Executive Committee reviews the information prepared internally so as to assess the Group’s 

performance and the allocation of resources. Determination of the segments was made based on 

the information analysed by the Executive Committee, which did not result in new segments in 

relation to those previously reported. 

 
Primary reporting format – business segments  
 

The REN Group is organized in two main business segments: Electricity and Gas and one secondary 

segment: Telecommunication. 

 

The Electricity segment includes the transmission of very high tension electricity and overall 

management of the public electricity supply system and management of energy purchasing 

contracts (“CAE”) not terminated on 30 June 2007. The Gas segment includes the transport of very 

high pressure gas and overall management of the national natural gas system, as well as operation 

of the LNG regasification terminal and underground storage of natural gas. 
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Although the activities of the LNG Terminal and underground storage can be seen as separate from 

the transport of gas and overall management of the national natural gas supply system, since these 

operations provide services to a single user, which is also the main user of the high pressure gas 

transport system, it was considered that it is subject to the same risks and returns. 

 

The Telecommunications segment and management of the electricity derivatives market segment 

only on the period ended 2011, until it left the consolidation perimeter (September 2011), are also 

presented separately, although they do not qualify for disclosure. 

 

The column “Others” includes the operations of REN SGPS and REN Serviços.  

 
The results by segment for the three month period ended 31 March 2012 were as follows:           
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The results by segment for the three month period ended 31 March 2011 were as follows:  

 
 
 
Inter-segment transactions are carried out under normal market conditions, equivalent to 

transactions with third parties. 

Assets and liabilities by segment at 31 March 2012 as well as capital expenditure for the year then 

ended were as follows: 
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Assets and liabilities by segment at 31 December 2011 as well as capital expenditure for the year 

then ended were as follows: 

 
 
Assets by segment consist primarily of assets of the concession, classified under the captions other 

intangible fixed assets and trade and other receivables. Liabilities by segment include operating 

liabilities, except for liabilities of the parent company and borrowings not contracted for the 

operating activities, included under the liability caption “Others”. 

Capital expenditure comprises additions to tangible and intangible fixed assets (Note 5).   
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5 Tangible and intangible fixed assets 
 
 

The changes in tangible and intangible fixed assets in the period from 1 January 2012 to 31 March 2012 were as follows: 

 Changes in tangible and intangible fixed assets – March 2012 
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The changes in tangible and intangible fixed assets in the period from 1 January 2011 to 31 March 2011 were as follows: 

Changes in tangible and intangible fixed assets – March 2011 

       

                                                                                                                                    

 



  
 
 
 

 

REN - Redes Energéticas Nacionais, SGPS, S.A.                               26 | 50 
  

The additions in the period ended 31 March 2012 refer essentially to rights underlying the 

operation of the substations of the National Transmission Network in the electricity segment, 

the right underlying the operation of the construction project of the 3rd tank of the Sines 

Terminal, which is expected to be completed in 2012. 

Financial costs capitalized in fixed assets in progress in the period ended 31 March 2012 

amounted to 3.726 million Euros (3.801 million Euros in 31 March 2011), while overhead and 

management costs amounted to 3.246 million Euros (3.176 million Euros in 31 March 2011). 

The net book value of the assets acquired through finance lease contracts at 31 March 2012 

was as follows: 

 

 
6 Deferred tax assets and liabilities  
 
The effect of the changes in the deferred tax captions in the years presented was as follows: 
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The changes in deferred tax, by nature, were as follows:  

Change in deferred tax assets – March 2012 

                                                                                                                                            

Change in deferred tax assets – March 2011 

 
 
                                                                                                                                                                      

Deferred tax assets at 31 March 2012 correspond mostly to liabilities for benefit plans granted 

to employees and tariff deviations to be given to subsequent year tariffs. 

Evolution of deferred tax liabilities – March 2012 
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Evolution of deferred tax liabilities– March 2011 
 

 
                                                                                                                                                                    

Deferred tax liabilities relating to revaluations result from revaluations made in preceding 

years under legislation. The effect of these deferred taxes reflects the non tax deductibility 

of 40% of future depreciation of the revaluations. 

The calculation of tax for the period was updated in accordance with Law 64-B/2011 of 31 

December that introduced a State surcharge corresponding to the application of an additional 

3% on taxable profit from 1.5 million Euros to 10 million Euros and 5% on taxable profit in 

excess of 10 million Euros. These rates apply to taxable profit for the two taxable periods 

starting on or after January 2012. 

Consequently, the tax rate used to value the temporary taxable and deductible differences at 

31 March 2012 was updated for the companies included in the consolidation using the average 

rate considering the estimated future profit of the companies recoverable in the next two 

years. 

 

7 Assets available for sale  
 
The assets recognized in this caption at 31 March 2012 and 31 December 2011 correspond to 

equity instruments held in strategic market entities in the Spanish electricity market, as 

follows:  
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The changes in this caption were as follows:   

 
 
The participations of REN in Enagás are recorded at fair value determined based on stock 

exchange closing quotations of financial participations at 31 March 2012.  

Red Eléctrica de España (“REE”) is the Spanish entity responsible for managing the electricity 

network in Spain. REN, SGPS acquired a 1% participation in REE as part of an agreement 

between the Portuguese and Spanish Governments. REE is listed on the Madrid stock exchange 

and is included in the “IBEX 35” index and the investment was recorded at the statement of 

financial position date in accordance with the 31 March 2012 listed price.  

 

ENAGÁS is the entity responsible for the transport and management of the natural gas system 

in Spain. REN, SGPS acquired a 1% participation in Enagás as part of a strategic partnership 

agreement. Enagás is listed on the Madrid stock exchange and is included in the “IBEX 35” 

index and the investment was recorded at the statement of financial position date at the 31 

March 2012 listed price. 

 

The adjustments to fair value of available-for-sale financial assets are recognised in the 

equity caption “Fair value reserve”: 
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8 Trade and other receivables  
 
Trade and other receivables at 31 March 2012 and 31 December 2011 are made up as follows: 

 
Trade and other receivables  

 
 

(i) The most significant amounts in trade receivables are the receivable from EDP – 

Distribuição de Energia, SA in the amount of 78.306 million Euros (85.717 million 

Euros at 31 December 2011) and Galp in the amount of 9.308 million Euros (19.701 

million Euros at 31 December 2011). 

 
The impairment loss for accounts receivable of 2.650 million Euros is half of the interest 

recorded on the tariff deficit not received in April 2008. 

On 18 July 2011 Decree-Law 87/2011 was published, which formalized the treatment of tariff 

variations of the gas segment making it equivalent to that of electricity variations in 

accordance with Decree-Law 237B/2006. 

 

9 Derivative financial instruments  
 
At 31 March 2012 and 31 December 2011 the REN Group had the following derivative financial 

instruments contracted: 
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The features of the derivative financial instruments contracted at 31 March 2012 and 31 

December 2011 are as follows: 

 

Swaps: 

Cash flow hedges  

The Group hedges part of the future payments of interest on borrowings, bonds issued and 

commercial paper through the designation of interest rate swaps in which it pays a fixed rate 

and receives a variable rate, with a notional value of 334 million Euros (also 334 million Euros 

in December 2011). This is an interest rate risk hedge on interest payable at variable rates on 

recognized financial liabilities. The risk hedged is the indexer of the variable rate to which 

the loan interest coupons relate. The objective of the hedge is to transform the borrowings at 

variable interest rates into fixed interest rates, the credit risk not being covered. The fair 

value of the interest rate swaps at 31 March 2012 was 4.678 million Euros negative (4.225 

million Euros negative at 31 December 2011).  

The Group has three interest rate forward start swaps starting in 2012 with the objective of 

hedging the risk of interest rate fluctuation on the Group’s recurring debt. The instruments 

have a notional value of 275 million Euros, REN paying a fixed rate and receiving a variable 

rate. The risk hedged is the indexer of the variable rate which is related to loan interest 

coupons. The objective of the hedge is to transform the borrowings at a variable interest rate 

into a fixed interest rate, the credit risk not being covered. The fair value of the interest rate 

swaps at 31 March 2012 was 14.181 million Euros negative (10.654 million Euros negative at 

31 December 2011). 
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In addition, REN is carrying out a hedge of its exposure to cash flow risk on its bond issue of 

10.000 million JPY, resulting from exchange risk, through a cross currency swap the main 

features of which are equivalent to the loan. The same hedge instrument is used to hedge the 

fair value of the interest rate risk of the bond issue through the forward start component of 

the swap which will only start in June 2019. The variations in fair value of the hedging 

instrument are also being deferred in hedging reserves. As from June 2019 the objective will 

be to hedge exposure to JPY and the interest rate risk, transforming the operation into a fair 

value hedge, changes in fair value of the debt issued resulting from the risks covered 

becoming recorded in profit and loss. The credit risk is not hedged. 

The amounts resulting from the hedging instrument are recorded in the statement of profit 

and loss when the hedged transaction affects results for the year. 

The fair value of the cross currency swap at 31 March 2012 was 12.817 million Euros positive 

(26.696 million Euros positive at 31 December 2011). The underlying (loan) exchange variation 

in March 2012, in the amount of approximately 7.139 million Euros, was offset by a similar 

variation in the hedging instrument in the statement of profit and loss for the year. 

The amount recorded in reserves (net of deferred tax) relating to the above mentioned cash 

flow hedges was 17.643 million Euros (10.503 million Euros at 31 December 2011). 

The changes in this caption were as follows: 

 

Fair value hedge 

In February 2009 the Group contracted an interest rate swap to hedge the fair value of an 

issue of 300 million Euros. The hedge was discontinued in November 2009, and on this date 

the hedged instrument had a fair value adjustment resulting from the hedge of 677 thousand 
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Euros. This amount will be amortized to profit and loss, in accordance with the effective 

interest rate method during the maturity period of the hedged instrument.  

Futures: 
 
REN – Redes Energéticas Nacionais, SGPS, S.A., through its subsidiary REN Trading, S.A. has 

carried out some financial operations in the futures energy market, coal and CO2 emission 

licences, through contracts standardized by International Swaps and Derivatives Association 

Inc. (“ISDA”) and through participation in futures trading exchanges. 

 

REN SGPS and REN Trading signed an agreement under which REN Trading manages these 

derivative financial contracts for account of REN SGPS, thus ensuring clear and transparent 

separation between these businesses, always on a previously defined basis, continuously 

monitored with low exposure to risk.  

 

This contracting of financial derivatives in the futures market does not require any physical 

settlement of the underlying assets, being an activity of a purely financial nature and the 

mere financial management of assets, not being confused with the regulated activity of the 

Commercial Agent.  

 

The fair value of the futures energy contracts and CO2 licences at 31 March 2012 and 31 

December 2011 was as follows: 
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10 Cash and cash equivalents  
 
 
The caption “Cash and cash equivalents” at 31 March 2012 and 31 December 2011 was made 

as follows: 

 
 
The amounts considered as cash and cash equivalents in the consolidated statements of cash 

flows for the years ended 31 March 2012 and 31 December 2011 are made up as follows: 

 
 

11 Capital  
 
REN’s subscribed and paid up share capital at 31 March 2012 was made up of 534,000,000 

shares of 1 euro each. 
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On February 22, 2012, within REN’s second reprivatization phase, and as a result of the 

execution of direct sale agreements with Parpública – Participações Públicas (SGPS), S.A., 

became attributable to: (i) State Grid International Development Limited, State Grid Europe 

Limited and State Grid Corporation of China, a State-owned enterprise of the People’s 

Republic of China, 25% of the voting rights inherent to REN’s share capital; (ii) Oman Oil 

Company S.A.O.C., enterprise wholly-owned by the Sultanate of Oman, 15% of the voting 

rights inherent to REN’s share capital. 

 
 
Considering that the above mentioned direct sale agreements are subject to conditions 

precedent not yet satisfied, and, as a consequence, the relevant shares have not been 

transferred to the acquirers yet, 51.1% of the voting rights inherent to REN’s share capital are 

still attributable to the Portuguese State. 

 
 
At 31 March 2012 REN SGPS had the following own shares: 
 

 
 
 
No own shares were acquired or sold in the three month period ended 31 march 2012 and in 

the year ended 31 December 2011. 

 

In accordance with the Commercial Company Code (Código das Sociedades Comerciais) REN 

SGPS must at all times ensure that there are sufficient Equity Reserves to cover the value of 

own shares, limiting the amount of reserves available for distribution. 

 
12 Other reserves  
 
 
The legal reserve has not yet reached the full amount required in accordance with the 

Commercial Company Code (20% of capital), and so a minimum of 5% of net profit must be 

transferred to that reserve. The reserve can only be used to cover losses or to increase 

capital. 
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13 Borrowings  

 
The segregation of borrowings between current and non-current and by nature, at 31 March 

2012 and 31 December 2011 was as follows: 

 

In the first quarter of the year the Group issued two bonds of 63.5 million Euros and 20 

million Euros, which mature in March 2015. These bonds allowed the reduction of the amount 

drawn under the commercial paper programmes since the gross debt variation from 31 

December 2011 to 31 March 2012 was only 17.5 million Euros. 

Maturities less than one year of commercial paper programs lead to their classification as 

current debt.  

The REN Group’s financial liabilities have the following main types of covenant: Cross default, 

Pari Passu, Negative Pledge, Gearing (ratio of total consolidated equity to the amount of the 

Group’s total conceded assets). The borrowings from EIB – European Investment Bank include 

covenants relating to change in shareholder control and covenants relating to rating: (i) in the 

event of change in shareholder control, if EIB makes a negative assessment of its credit 

position motivated by the new shareholder Group, it can be required to provide a guarantee 

acceptable to EIB; (ii) in the event of ratings below the levels specified, the Group can also 

be called to provide a guarantee acceptable to EIB. 

 

 



  
 
 
 

 

REN - Redes Energéticas Nacionais, SGPS, S.A.                               37 | 50 
  

14 Liability for retirement benefits and others 
 
REN – Rede Eléctrica Nacional, S.A. grants supplementary retirement and survivor pensions 

(hereinafter referred to as pension plan), provides its retirees and pensioners with a health 

care plan on a similar basis to that of its serving personnel, and grants other benefits such as 

long service bonuses, retirement bonuses and a death grant. The gas sector companies also 

grant their employees life assurance plans. There were no changes in relation to 31 December 

2011 in the benefits granted to the employees. 

At 31 March 2012 and 31 December 2011 the Group had the following amounts recorded 

relating to liabilities for retirement and other benefits: 

 

The amount recognized in personnel costs was as follows: 

 

 

The amounts reported as of 31 March 2012 result from the projection of the actuarial 

valuation as of 31 December 2011 for the three month period ended 31 March 2012, 

considering the estimated increase in salaries for 2012. 
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The main assumptions used in the above actuarial calculation, are as follows: 

 
 
 
 
15 Provisions 
 
The changes in provisions were as follows:  

 
 
The caption “Provisions” at 31 March 2012 corresponds essentially to the estimate of the 

payments to be made by REN resulting from legal processes in progress for damage caused to 

third parties (4.52 million Euros). 

On January 2012, 27.837 million Euros were paid relating to the amount claimed plus interest 

accrued up to the date of payment, on the Amorim Energia B.V. process. The existing 

provision of 27.73 million Euros was reversed. 
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(i) Expense related with Amorim indemnity payment and income related to the use of the 

provision are not visible in the consolidated statement of profit and loss published since they 

were offset, in accordance to accounting standards, in order to not increase expenses and 

income. 

16 Trade and other payables  
 

The caption “Trade and other payables” at 31 March 2012 and 31 December 2011 was made 

up as follows: 

 

(1) The balance of State and other public entities corresponds to VAT, personal income tax and 

other taxes.  

17 Income tax 
 
Income tax for the three month periods ended 31 March 2012 and 31 March 2011 includes 

current and deferred tax as follows: 

 
Income tax  
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Reconciliation between tax calculated at the nominal tax rate and tax recorded in the 

statement of profit and loss is as follows:                                                                                                                                                     

 

 

The tax rate used to determine the amount of tax in the consolidated financial statements for 

the three month periods ended 31 March 2012 was updated in accordance with Law 64-B/2011 

of 31 December, that introduced a State surcharge corresponding to the application of an 

additional 3% on taxable profit from 1.5 million Euros to 10 million Euros and 5% on taxable 

profit in excess of 10 million Euros. 
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The caption “Income tax” payable and recoverable at 31 March 2012 and 31 December 2011 is 

made up as follows:     

 

 
 
 
18 Supplies and services  
 

The caption supplies and services for the three month periods ended 31 March 2012 and 2011 

is made up as follows: 

 

 

i) Excess capacity costs correspond to costs incurred by REN relating to production available 

required from producers, to maintain the system operational at all times.  These costs are 

recorded in the overall management of the REN S.A. system in accordance with the regulatory 

model currently in force. 
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ii) The fees paid to external entities refer to specialized work and fees paid by REN for 

contracted services and specialized studies. 

 

19 Personnel costs 
 
Personnel costs are made up as follows:  

 
 

20 Earnings per share 
 
Earnings per share attributable to the equity holders of the Group were calculated as follows: 

 

 

21 Dividends per share  
 
On 27 March 2012, the Shareholders General Meeting approved the dividend distribution to 

shareholders over the net profit for the year 2011 in the amount of 90.246 million Euros 

(0.169 Euros per share). The dividend attributable to own shares amounted to 656 thousand 

Euros and the shareholders have at their disposal the amount of 89.59 million Euros. 
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22 Guarantees given  
 

At 31 March 2012 and 31 December 2011 the REN Group had given the following bank 

guarantees: 

 

The guarantee given to EIB refers to the transfer to REN of the loans of the gas companies 

under the unbundling process.   
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23 Transactions with related parties  
 
At 31 March 2012 the REN Group was listed in Euronext – Lisbon stock exchange, having as 

reference shareholders with recorded transactions, the following entities: the EDP Group and 

Caixa Geral de Depósitos. 

 
The following are related entities: 
 

EDP Group: 

 EDP – Energias de Portugal, S.A 

 EDP – Distribuição – Energia, S.A. 

 EDP Serviços Universal, S.A. 

 EDP Valor – Gestão Integrada de Serviços, S.A. 

 EDP Gestão da Produção da Energia, S.A. 

 Portgás, S.A. 

 EDP Gás.Com, S.A. 

 EDP Gás, SGPS, S.A. 

 O&M Serviços, S.A. 

 Sãvida, S.A. 

 Labelec, S.A. 

CGD Group: 

 Caixa Geral de Depósitos, S.A. 

 Caixa BI 

 Caixa Leasing e Factoring, S.A. 

Other: 

 Red Eléctrica Corporación, S.A. 

 Capitalpor – Participações Portuguesas, SGPS, S.A. 

 Gestmin, SGPS, S.A. 

 EGF - Gestão e Consultoria Financeira, S.A. 

 Oliren, SGPS, S.A. 

 Parpública – Participações Públicas, SGPS, S.A. 
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During the period the REN Group realised the following transactions with these related 

parties: 

 

23.1 Income 
 

 
 

The amounts shown as invoicing issued relate to the overall management of the electricity 

system tariff (UGS) and electricity transmission tariff (TEE) that includes same pass through 

amounts reversed in the consolidated statement of profit and loss. 

 

23.2 Costs 
 

 
 
The amounts shown as invoicing received relate to the intermediation role of REN in the 

purchase and sale of electricity, the income and costs of which are reversed in the statement 

of profit and loss. 
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23.3 Balances with related parties  
 
The balances at 31 March 2012 and 31 December 2011 resulting from transactions with 

related parties were as follows: 

 

    
23.4 Management remuneration  
 
The Board of Directors of REN, SGPS was considered in accordance with IAS 24 to be the only 

key entity in the management of the Group.  

 

Remuneration of the Board of Directors of REN, SGPS for the three month period ended 31 

March 2012 amounted to 327 thousand Euros (383 thousand Euros in March 2011), as shown in 

the following table: 

 
 

The amounts indicated refer only to fixed remuneration and meal allowance, as the Board of 

Directors does not receive any other income listed in paragraph 17 of IAS 24. 
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24 Other matters 
 

In the General Shareholders´ meeting held on 27 March 2012 a resolution was approved that, 

although maintaining the three  civil  years term of office,  ends the 

current  term  of  office  establishing the year 2012  as  the reference year for the beginning 

of the next term of office of the corporate bodies. 

 

Further to the amendment, the following members of the corporate bodies of REN for the 

three-year term from 2012 to 2014 were elected: 

 
Board of Directors: 

 

- Rui Manuel Janes Cartaxo – Chairman; 

- João Caetano Carreira Faria Conceição; 

- Gonçalo João Figueira Morais Soares; 

- State  Grid  International  Development  Limited  (represented  by  Guangchao  Zhu)  –  Vice- 

Chairman; 

- Parpública – Participações Públicas (SGPS), S.A.; 

- Red Eléctrica Corporación, S.A.; 

- EGF – Gestão e Consultoria Financeira, S.A.; 

- Gestmin, SGPS, S.A.; 

- Hilal Ali Saif Al-Kharusi; 

- José Luis Alvim Marinho; 

- José Frederico Vieira Jordão; 

- Emílio Rui Vilar; 

- Mengrong Cheng; 

- Haibin Wan; 

- Luís Palha da Silva. 

 

 

The effective exercise of the respective functions by State Grid International Development 

Limited (represented by Mr. Guangchao Zhu) and Mr. Mengrong Cheng and Mr. Haibin Wan is 

conditioned upon the entry into force of the strategic partnership agreement by and between 

REN and State Grid International Development Limited, and the effective exercise of the 

respective functions by Mr. Hilal Ali Saif Al-Kharusi is conditioned upon the entry into force of 

the strategic partnership agreement by and between REN and Oman Oil Company S.A.O.C., 

both entered into on February 22, 2012. 
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Audit Committee: 

 

- José Luis Alvim Marinho – Chairman; 

- José Frederico Vieira Jordão; 

- Emílio Rui Vilar. 

 
 

Statutory Auditor: 

 

- Effective Statutory Auditor - Deloitte & Associados, SROC S.A., represented by Jorge Carlos 

Batalha Duarte Catulo; 

- Substitute Statutory Auditor - Carlos Luis Oliveira de Melo Loureiro. 

 
Board of the General Meeting: 

 

- Pedro Canastra de Azevedo de Maia – Chairman; 

- Duarte Vieira de Vasconcelos – Vice- Chairman. 

 

 
Parpública – Participações Públicas (SGPS), S.A., Red Eléctrica Corporación, S.A., EGF – 

Gestão e Consultoria Financeira, S.A. and Gestmin, SGPS, S.A. respectively, appointed the 

following individuals to act as directors of REN on their own behalf and during the three-year 

period 2012/2014: 

 

 

- Aníbal Durães dos Santos (appointed by Parpública – Participações Públicas (SGPS), S.A.); 

- Luis Guedes da Cruz Almeida (appointed by EGF – Gestão e Consultoria Financeira, S.A.); 

- José Manuel Félix Morgado (appointed by Gestmin, SGPS, S.A.); 

- José Folgado Blanco (appointed by Red Eléctrica Corporación, S.A.). 

 

On the same day occurred the first meeting of the new Board of Directors where the following 

directors were appointed to the Company’s Executive Committee: 

 

- Rui Manuel Janes Cartaxo – President; 

 

- Gonçalo João Figueira Morais Soares; 

 

- João Caetano Carreira Faria Conceição. 

 

 
 



  
 
 
 

 

REN - Redes Energéticas Nacionais, SGPS, S.A.                               49 | 50 
  

In this meeting, the directors Emílio Rui Vilar and Luís Palha da Silva have declared their 

intention to accept their respective appointment after the completion of REN’s 2nd 

reprivatization phase. 

 
 

 
25 Subsequent events  

 

Purchase of a stake in Cahora Bassa 

 

On 9 April 2012, REN has entered into with Parpública – Participações Públicas, SGPS, S.A. 

(“Parpública”), CEZA – Companhia Eléctrica do Zambeze, S.A. (“CEZA”) and EDM – 

Electricidade de Moçambique, EP (“EDM”) an agreement under which REN will purchase from 

Parpública 2.060.661.943 shares representing 7.5% of the share capital and voting rights of 

Hidroeléctrica de Cahora Bassa, S.A. (“HCB”), at a price of € 38,400,000.00 (thirty-eight 

million four hundred thousand Euros). 

 

The above mentioned agreement is subject to verification of certain conditions, from which it 

is highlighted the occurrence of a General Shareholders Meeting of HCB, until 15 June 2012, 

in which the consent to the transfer of shares representing 7.5% of HCB share capital is 

granted in favour of REN. 

 

Changes in limits of participations 

On 12 April 2012 was approved by Council of Ministers the legislation that amend the limits of 

participation on REN´s capital, previously limited to a maximum of 10% of the shares or 5% to 

companies that operate on energy sector, to a maximum of 25%. 

 
26 Explanation added for translation 

 
These consolidated financial statements are a translation of financial statements originally 

issued in Portuguese in accordance with IAS 34 – Interim Financial Reporting. In the event of 

discrepancies, the Portuguese language version prevails. 
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